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THE SWISS NATIONAL BANK. 1 

In an article published in this Journal for April, 1898, 
entitled "The Bank Note System of Switzerland," Mr. A. 
Sandoz gave an account of the historical development of 
the Swiss issue-bank question. The article concluded with 
the recital of the rejection, at the referendum of February 
28, 1897, by 255,984 voices against 195,764, of the law of 
June 18, 1896, — a defeat which involved the fate of the 
State Bank. 3 

Immediately after the referendum of February 28, 1897, 
two measures were proposed, each of which had in view 
the erection of a central bank of issue. Both demanded 
for the bank a legal personality independent of the state, 
the alternative of a pure state bank having been decisively 
defeated by the people. On the basis of these two propo- 
sitions and with expert advice, the federal councillor 
Hauser prepared a second bill, in which, none the less, 
the preference of the author for a pure state bank was 
unmistakably evident. Numerous differences as to the 
business scope of the institution, the right of accepting 
interest-bearing deposits, the maximum dividends, the 
duration of the period of transition, and especially as to 
the site of the main office, had to be reconciled in the leg- 
islative session of June, 1901. An agreement upon all 
points, with the exception of the last, was reached between 

1 Translated from the German manuscript by W. H. Price. 

2 For a detailed study consult Landmann, Das achweizerischs Bankgesetz 
Untersuchungen zur Geschichte und Kritik der schweizerischen Notenbankgeaetz- 
gebung. ... Zurich, 1905. This contains a complete bibliography of the Swiss 
bank question since 1860. See also articles by W. Speiser in the Revue e'conomique 
internationale, iv. No. 3, p. 539, and P. Gygax in Jahrb. fur Nativturi'dk. und Stat,, 
III Folge, 30 Band, p. 721. 
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the two chambers. With respect to the location, agreement 
was impossible. The National Council {Natvmakat) on 
the 27th of June, 1901, declared its designation of Berne 
as the chief site of the bank to be final; and when, on the 
28th of June, the Council of States (Standerai) just as 
emphatically declared for Zurich, the proposed measure 
was wrecked. This rivalry was largely a pretext for dis- 
posing of the bill in the parliamentary deliberations, in 
order to prevent another referendum with its accompany- 
ing bitterness. 

We come now to the project which finally succeeded. 
In place of Mr. Hauser (meanwhile deceased) whose ad- 
herence to the state bank idea had really wrecked the 
second bank project, another federal councillor, Comtesse, 
undertook the direction of the finance department of the 
council. With a right understanding of the fact that 
the suitability and efficiency of a central banking insti- 
tution depended not on the external model, but on in- 
ternal arrangement and organization, he endeavored to 
unite the majority at least of the conflicting interests. 
Before the project of a new bank act could be prepared, 
it was necessary, in order to proceed with safety, to dis- 
pose of the obstacles upon which the previous proposals 
were wrecked. If we inquire as to the dangers which 
threatened any bank project, either state or private, we 
must direct our attention to the following groups of 
opponents. 

First of all there were those uncompromising opponents 
who vote "no" on principle at every referendum, and 
whose strength was estimated at about 150,000 votes. 
There was no possibility of winning these by any con- 
cessions in the law. 

Next there were the adherents of the federation system 
(particularly in French Switzerland, but numerous also 
in certain quarters of German Switzerland) who feared 
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the federal bank as strengthening the central authority. 
Here the prospects for assent were more promising. Com- 
mercial and industrial expansion has proved more powerful 
than provincialism. Economic interests and growing 
political intelligence constantly tend to obliterate local 
jealousies and the fear of centralization. 

With the third group the objections were on behalf of the 
financial interests of the cantons, — apprehensions of a 
diminution of cantonal revenue resulting from the decline 
of earnings of the cantonal banks and a loss of cantonal 
taxes on bank-notes. The cantons have been passing 
through a serious financial crisis, and therefore any 
project, to be successful, would have to indemnify their 
treasuries for the loss of revenue arising from the centraliza- 
tion of note issue. Article XXXIX of the constitution, 
which had been drafted with a central bank in view, had 
provided that at least twoTthirds of the net earnings of 
such a bank should be distributed among the cantons. 
In order still further to allay anxiety on this score, the bill 
allowed a very liberal initial compensation to the cantons, 
and provided for its increase in proportion to population. 
Finally, by making this compensation in no way contingent 
upon the net earnings of the central bank, the project 
offered to the cantons not only an equitable compensation, 
but an absolutely certain source of income instead of one 
that was steadily sinking. 

The question of location entered as a further obstacle. 
Whether Berne or Zurich should be selected as the chief 
site of the bank, a determined opposition would at once 
arise in the city that was passed over. Berne, supported 
by Basel and Geneva and by French-speaking and north- 
west Switzerland, claimed the bank on the ground that 
the public bank should be in the political capital of the 
country. Zurich, supported by her neighbors, by north- 
east and eastern Switzerland, contended that the bank 
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should be located in the financial centre of the country, — 
a position claimed by Zurich. The solution of this problem 1 
was first found during the parliamentary debates over the 
measure. The bill as first presented had contained no 
designation of the site of the bank, deferring this to a 
special federal act. 

Finally, of course, whether the bank partook more of 
public or more of private character, the advocates and 
opponents of state enterprise would necessarily be placed 
in more or less sharp opposition upon the project. 

With these considerations in view, the author of the new 
bill united in the proposed institution the character of a 
private with that of a state bank. The bank partook of 
the character of a private bank in the sense that some of 
the stock was privately owned and in that the individual 
stockholders were able to exercise a definite influence 
upon its policy. At the same time the organization was 
such as to concede to the friends of the state bank idea 
that the greater part of the capital should be furnished by 
the public authorities, that the net earnings of the bank 
should go exclusively to the federation and to the cantons, 
and that the selection of a majority of the members of the 
directorate should be placed in the hands of the federal 
council. 

The parliamentary consideration of the measure, the 
details of which cannot be given here, proved to be com- 
paratively brief. In December, 1904, the Council of States 
dealt with the matter. In March and June, 1905, the 
National Council discussed the proposition laid before them 
by the Council of States. In September and the early 
days of October the differences between the two chambers 
were reconciled, and on the 6th of October, 1905, the law 
was finally adopted. On the 11th of October, 1905, it 
was promulgated in the Bundesblatt. Some members of the 

'See below, pp. 476-477. 
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social-democratic party who favored nothing but a strict 
state bank, with entire exclusion of private capital, led 
a referendum agitation, but without success; for up to 
January 9, 1906, when the referendum period expired, 
the number of signatures was not sufficient to require 
the popular vote. Consequently, the federal council on 
the 16th of January, 1906, declared the law to be in force. 
The nature of that law we shall now describe more in detail. 
Its main provisions law may be analyzed under three 
heads: (1) the legal and financial basis of the bank; 
(2) business scope; (3) administrative organization. 

(1) Legal and Financial Basis. 

By the act of October 6, 1905, is established a juristic 
personality, to be known as the Swiss National Bank, the 
administration of which is regulated by the special pro- 
vision contained in the law itself and in the regulations 
approved by the federal council. 

The capital of the national bank consists of fifty million 
francs, distributed in 100,000 shares. At the opening of the 
bank the share capital must all be subscribed, and one- 
half must be paid in. A minimum dividend is not guar- 
anteed. The maximum dividend is fixed at 4 per cent. 

Two-fifths of the share capital is to be assigned to the 
cantons in proportion to their populations, to be subscribed 
for within their limits. One-fifth of the share capital is 
reserved for the banking institutions previously exercising 
the right of note issue (on the ground of the law of 1881) 
in proportion to their issues outstanding on December 31, 
1904. The last two-fifths of share capital, as well as any 
shares offered to the cantons and to the banks of issue and 
not accepted by them, will be offered to public subscription. 
Only Swiss citizens, or firms domiciled in Switzerland or 
juristic personalities or corporations which have their 
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home offices in Switzerland, are to be admitted to sub- 
scription. 

The bank has a monopoly of note issue. The federation 
grants to it for the next twenty years the exclusive right 
to issue bank-notes. The service of the bank in return 
for the enjoyment of this monopoly consists in fulfilling 
the duties assigned to it by the law, and in the payment of 
a license tax yearly to the federation, which is pledged to 
transfer this contribution undiminished to the cantons. 
This payment by the bank to the cantons through the 
agency of the federal government constitutes the recom- 
pense to the cantons for their loss of revenue arising from 
the centralization of the note-issue system. At the out- 
set, it is based both upon the previous note issue and on 
population, but after fifteen years it will consist entirely 
of the fixed payment of eighty centimes per head of popu- 
lation in each canton. This license tax is distinctly a 
payment by the national bank for the monopoly of issue 
conferred upon it. 

The law prescribes the following rules as to the division 
of the net profits. From the year's earnings, as shown 
by the profit and loss account, 10 per cent, (but never 
more than 50,000 fr.) goes to the reserve fund of the bank, 
until this shall have risen to 30 per cent, of the share capital. 
After that a dividend of 4 per cent, on the share capital is 
to be distributed. After the dividend the contribution 
constituting the license tax is to be paid over to the feder- 
ation. Of the remainder of the clear profits, two-thirds is 
to go to the cantons and one-third to the federation. 

The license tax is guaranteed by the federation to the 
cantons to the full amount. In case the annual profits 
of the bank, after the payment to the reserve fund and 
the distribution of dividends, are insufficient for the 
payment of the license tax, the deficit is to be advanced 
by the federal treasury. The national bank must pay 
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back to the treasury such advances, with 3£ per cent, 
interest, as soon as its profits permit. Such repayment 
is to take place in the next year before the division of 
net profits remaining after the payment of the license tax. 
The co-operation and control of the federation are se- 
cured, as will be presently set forth in detail, through the 
selection of the bank's officers at the hands of the fed- 
eral council; through the council's power of approving all 
regulations, reports, and accounts; through the report 
which the federal council makes to the assembly; and 
through the functions of control entrusted to the officials 
of the finance department. 

(2) Business Scope. 

The duty of the National Bank is to regulate the currency 
of the country and to facilitate payments. Its scope is 
that of a pure bank of issue, deposit, and discount. The 
operations which the bank is authorized to conduct are 
enumerated as follows in Article XV. of the law: — 

1. Issue of bank-notes according to the provisions of this law. 

2. Discount of Swiss commercial paper (Wechsel) of not more 
than three months' duration, and with at least two signers of 
known solvency. Paper originating in agricultural business, 
which is based on commercial transactions, may be discounted 
on the same terms as any other. 

3. Purchase and sale of exchange on foreign countries whose 
currency is on a metallic basis. The maturity of bills of exchange 
may not exceed three months, and they must have at least two 
signatures of known solvency. 

4. Loans at interest for not more than three months upon col- 
lateral in the form of securities and evidences of debt (Lombard- 
verkehr). Stocks may not be accepted as collateral. 

5. Deposits of cash without interest; and, at interest, of the 
cash of the federation and of its departments of administration. 

6. Domestic transfer and collection business, and check accounts. 
[Giro- und Abrech-nungsverkekr, Mandate und Inkassi], 
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7. Purchase of interest-bearing bonds, payable to bearer, of the 
federation, of the cantons, or of foreign states, but only for the 
purpose of temporary investment. 

8. Purchase and sale of the precious metals in bars and coins 
for domestic and foreign account, as well as loans on such specie. 

9. Issue of gold and silver certificates. 

10. Acceptance of commercial paper and objects of value for 
safe deposit and administration. 

11. Negotiating, on commission; loans offered for subscription 
by the federation and the cantons; but participation in the per- 
manent assumption of such loans is excluded. 

Furthermore, the National Bank, with all its branches, 
is obliged to receive payments on account of the federation 
and its administrative departments and to make payments 
to the extent of the federal balance, as well as, on the de- 
mand of the federation, to undertake the safe-keeping or 
the administration of property belonging to the federation. 

It will be seen that neither from note circulation as 
such nor from uncovered note circulation is any sort of 
a tax raised. The National Bank is thus given power to 
restrict or expand its note issues with no other concern 
than for the needs of business. 

On the other hand, so far as the protection of notes 
issued is concerned, the provisions of the bank act go 
far beyond those of the law of 1881. They impose upon 
the national bank requirements to which neither the banks 
organized under the last-named act, nor institutions 
such as the German Reichsbank or the Bank of England 
are subjected. The security of note issues of every bank is 
regulated by law. But the Swiss National Bank Act secures 
not only the notes, but other demand liabilities as well. 
The specie reserve against bank-notes, in legal money, gold 
bars, or foreign gold coin, must amount to at least 40 per 
cent, of the amount in circulation. For the 60 per cent, 
not covered by specie there must be an equivalent of Swiss 
discounted paper. Further, the bank must hold against 
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its short-time liabilities, whether payable on demand or 
on ten days' notice, an equivalent in cash or in Swiss 
commercial paper. 

Only at its office in Berne is the National Bank pledged 
to the unconditional and immediate redemption of its 
notes in specie to any amount. In the dealings of all other 
branches and of all agencies, redemption must be main- 
tained only so far as may be warranted by the existing 
balances and the need of specie on the part of the branches 
or agents; but, in any case, notes must there be redeemed 
within the time needed for procuring the specie from 
the central office. 

The notes of the bank are not made legal tender. The 
National Bank itself and the federal treasury are alone 
pledged for the acceptance of these notes at any time. 
But the federal council has power in time of war to de- 
cree general legal tender quality for the notes. 

(3) Organization. 

The compromise which was arranged upon during the 
parliamentary discussion with respect to the question 
of the chief site of the bank was, in short, this. The bank 
has not one site, but many. No establishment of the bank 
is to be managed directly by the national bank directorate. 
Each has its own independent local board. There exists 
among the branches no distinction of position or leadership. 
A group of mutually equal and independent branches, 
united under common direction and oversight, constitutes 
the National Bank. 

The legal and administrative site of the National Bank 
is at Berne. At Berne the general meeting of stockholders 
is held, that of the bank council, and, as a rule, that of the 
bank committee also. The site of the directorate, on the 
other hand, is in Zurich. 
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In addition to the sites at Berne and Zurich the bank is 
authorized to erect others in the important business centres 
of Switzerland. Business may begin after the organization 
of at least four establishments. The bank is authorized 
to employ agents in places in which no branches are to be 
opened. A canton in which no branch is erected has the 
right to demand the creation of an agency in its territory. 
The law provides for a general meeting of stockholders, 
a bank council (Bankrat), a bank committee (Bankaus- 
schuss), local committees, and audit commissions, — these 
for supervision and control; and a directorate (Direk- 
torium) and local directorates for management. 

The general meeting of stockholders takes place at least 
once a year. Every share has a vote, with the proviso 
that a private shareholder may not have more than one 
hundred votes. The power of the general meeting is very 
limited. It has to consider the report and the accounts, 
and, subject to the provisions of the law, to determine the 
net profits. It has the right (its most important right and 
its sole means of influencing the conduct of the bank) of 
electing fifteen members to the bank council. It elects 
the audit committee, and decides upon the acquisition of 
existing banks. It has the right (subject to the approval 
by the federal assembly) to increase the capital of the bank. 
The bank council is given considerably greater powers 
than the shareholders' meeting. To it belongs the general 
supervision of the business and management. The bank 
council consists of forty members, of whom the shareholders 
elect fifteen and the federal council elects twenty-five, 
the term of service being always one year. Among those 
elected by the federal council are the president and vice- 
president of the council. Of the remaining twenty-three 
elected by the federal council, only five may belong to the 
national assembly and five to the cantonal governments. 
In their election regard is to be had to the suitable rep- 
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reservation of the banking, manufacturing, and commercial 
centres. The members of the bank council must be Swiss 
citizens resident in Switzerland. 

The bank council elects five members of the bank com- 
mittee. It appoints the local committees and makes 
nominations to the federal council for the directorate 
and the local directorates. It examines regulations re- 
quiring the approval of the federal council, and reports 
and accounts prepared by the directorate and the bank 
committee. On recommendation of the bank committee 
and of the directorate it fixes the salaries of the officers 
and employees of the bank, within maximum and mini- 
mum limits determined by the by-laws. The proposals 
of the shareholders' general meeting are considered and 
decided by the bank council. Lastly, the bank council 
reaches final decision on all business transactions amounting 
to more than five million francs and all extensions of credit 
of more than three million francs. 

The directorate of the National Bank, a body consisting 
of three members, is the sole managing authority. It is 
elected by the federal council, on the nomination of the bank 
council, for a six-year term; and the federal council names 
its president and vice-president. The business of the 
directorate is divided between three departments, — the 
department of discount and deposit, that of control, and 
that of note issue. One member of the directorate man- 
ages each department. The members who manage the 
two first-mentioned departments, one of whom must be 
the president of the directorate, have their headquarters 
at Zurich. The manager of the note-issue department 
(to whom belongs the administration of the cash reserve 
and all transactions with the government) resides in Berne. 
The directorate exercises all functions which are not by 
law reserved to the federal council, the shareholders' 
meeting, the bank council, or the bank committee (see 
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below). Its most important function is that of fixing the 
rates of discount and interest. For this the judgment 
of the bank committee and the views of the directors 
of the chief branch banks have to be consulted. 

The local directorates are immediately subordinate to 
the general directorate. Each local directorate consists 
of a director and a sub-director, elected for a six-year term. 
They are responsible for the management of the business 
in their respective branches. 

Subordinate to the directors (as well as to the several 
local directorates) are all the other officials of the bank. 
All have the rank of state officials. As regards the mode 
of appointment, they fall into the four following groups: 
(1) The members of the directorate, the sub-directors 
acting under them, the directors and sub-directors of 
the local directorates, are appointed by the federal 
council on nomination of the bank council. (2) Officials 
and subordinates of the directorate and of the branches 
whose salaries amount to 4,000 francs are appointed 
by the bank committee, on nomination of the directors. 
(3) Officials whose salaries do not amount to 4,000 francs 
are appointed by the directors. (4) Officials of the branches 
whose salaries do not amount to 4,000 francs are ap- 
pointed by the local directorate. 

The staff of salaried officers (who, it is to be noted, 
receive no tantiemes, as is the case with the Imperial Bank 
of Germany) is supplemented by the bank committee 
and the local committees. These bodies give a guarantee 
of oversight in the interest both of creditors and of cus- 
tomers, facilitate settled relations between the officers 
and the business world, and prevent purely bureaucratic 
administration. 

The bank council exerts only a periodic control over 
the bank. Continuous detailed control and supervision 
is delegated to a standing committee of the bank 
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council. This bank committee consists of the president 
and vice-president of the bank council (who discharge ex 
officio the functions of president and vice-president of the 
committee) and five members of the bank council chosen 
for a four-year term. In addition to the general powers 
of supervision and control conferred upon this com- 
mittee, it appoints certain officials, as has just been noted, 
and further discharges the following special duties. It 
considers all transactions which are to be conducted by 
the bank council, and all changes in the rate of discount 
and interest proposed by the directorate. Transactions 
and credit extensions exceeding in amount one million 
francs, so far as they do not require the approval of the 
bank council, must be approved by the committee. 

As the bank committee is related to the directorate 
of the bank, so are the local committees related to the 
local directorates of the branches, which, according to the 
importance of the places, consist of three or four members, 
chosen by the bank council for a term of four years from 
among the more important merchants and manufacturers 
of the vicinity. To these local committees belongs, besides 
the powers of nomination already mentioned, the super- 
vision over the branch, for which purpose they meet as 
often as there may be occasion. 

Over and above the control exercised by the bank 
council, the bank committee, and the local committees, 
there exist for the National Bank two further boards of 
control, — the audit commission (Revisionskommission) 
and board of control of the federal council. The audit 
commission is a representative of the shareholders' meet- 
ing, and is elected by the latter. Its members have the 
right at any time to make inquiry as to the entire busi- 
ness. The commission must audit the annual accounts 
and the balance sheet of the bank, and make a written 
report to the general meeting of the result of this audit, 
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which is also to be communicated to the federal council, 
This audit commission, responsible to the general meeting, 
supplements the board of control, which is named by the 
federal council, is responsible to it, and is attached to the 
federal finance department. While the authority of the 
audit commission extends to the control of the business 
operations, the board of control of the federation super- 
vises the general management of the bank, the relation 
of the several parts of its organization one to another, and 
safeguards the general economic and especially the mone- 
tary interests of the country. 

Among the provisions of the act which regulate the 
period of transition, only those will be mentioned here 
which refer to the liquidation of note issue, authorized by 
the law of 1881. 

By the law of March 8, 1881, every banking institution, 
provided it conformed to the prescribed conditions, was 
entitled to claim from the federal council the privilege of 
note issue. This demand the federal council was obliged 
to grant. From the date at which the National Bank Act 
takes effect the federal council is empowered to refuse such 
demands. 

On the opening of the National Bank the banks of issue 
organized under the law of 1881 are obliged to withdraw 
their issues within three years. They are bound during 
this period of three years to deliver for cancellation, to an 
office of control designated by the federal council, at the 
end of each quarter at least one-twelfth of their circulation 
authorized at the time of the opening of the National 
Bank, or, in default of such delivery, to pay for deficits in 
this quota to the National Bank. The National Bank on 
its part is bound to facilitate as far as possible for the 
banks of issue the liquidation of their notes by affording 
them loans upon securities. 

Until the complete liquidation of these notes the pro- 
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visions of the law of 1881 with respect to banks of issue 
remain in force. Their notes also will be accepted in pay- 
ments during the three-year withdrawal period by the 
several branches of the National Bank, and the National 
Bank will arrange for the redemption of these notes within 
a period of three days without charge. After the expira- 
tion of the three-year withdrawal period (and, for the 
banks which before the expiration of this period have 
already deposited to the National Bank the equivalent 
of their outstanding issues, from the date of such deposit) 
the National Bank undertakes for itself and its successors 
the duty of redeeming within the next thirty years notes 
of the banks of issue still circulating. After the expiration 
of this period the obligation on the National Bank of re- 
deeming such notes expires, and the equivalent of the 
unredeemed part goes to the federal pension fund. 

Julius Landmann. 
Basle, Switzerland. 



